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ABSTRACT 

Sheep  enterprise  budgets  for  1974  are  presented  for  major  producing  areas  of 
the  17  Western  States.  Summaries  of  production,  costs,  returns,  and  operating 
practices  are  given  for  enterprises  of  various  sizes  and  with  different  manage- 
ment systems.  Most  sheep  businesses  did  not  have  sufficient  sales  in  1974  to 
cover  all  expenses,  and  about  35  percent  were  unable  to  pay  cash  costs.  Busi- 
nesses in  Texas-New  Mexico  realized  the  greatest  return  to  invested  capital. 
Small  farm  flocks  in  the  wheat-corn  areas  of  the  Northern  Plains  States  were 
least  profitable. 
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FOREWORD 


This  report,  the  third  of  a  series  to  be  published  on  various  aspects  of 
the  western  sheep  producing  industry,  provides  data  on  costs  and  returns 
to  sheep  producers.  The  first  report  discussed  the  current  structural 
characteristics  and  operational  practices  of  the  sheep  producing  industry.  1/ 
The  second  report  provided  data  on  level  and  magnitude  of  sheep  and  lamb 
losses  to  predation  and  other  causes.  2/  A  future  report  will  examine 
reasons  for  the  decline  of  sheep  production  in  the  West. 

These  studies  were  undertaken  to  provide  a  current  perspective  of  the  western 
sheep  producing  industry  and  to  determine  reasons  for  its  decline.  Also,  the 
studies  provide  basic  data  for  input  into  an  evaluation  of  the  economic,  en- 
vironmental, and  social  benefits  and  costs  of  present  and  alternative  pol- 
icies for  predator  control.  Reports  on  the  evaluation  itself  will  also  be 
publ ished. 

These  studies  by  the  U.S.  Department  of  Agriculture,  Economic  Research  Ser- 
vice, in  cooperation  with  State  universities,  were  made  at  the  direct  re- 
quest of  Senator  Gale  McGee  (Wyoming)  and  other  western  Congressmen.  Special 
appropriations  by  Congress  in  fiscal  years  1974  and  1975  funded  the  studies. 
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SUMMARY 


Sheep  businesses  in  the  West  generally  did  not  have  income  in  1974  to  pay  all 
costs.  Return  on  invested  capital  per  breeding  ewe  averaged  a  negative  $2.44. 
Sheep  enterprises  in  the  Texas-New  Mexico  production  subregion  were  the  only 
ones  which  averaged  a  positive  return  to  capital  and  this  was  very  low--$0.18 
per  ewe.  The  lowest  return  for  1974  was  among  farm  flocks  in  the  wheat-corn 
subregion  in  the  Plains  States. 

Most  income  to  sheep  businesses  is  from  lamb,  ewe,  and  wool  sales.  About 
three-fourths  is  from  lamb  sales,  one-fifth  from  wool,  and  the  remainder  from 
ewes  sold  for  slaughter  or  breeding. 

Major  costs  are  interest  on  total  capital,  feed,  and  labor.  These  items  ac- 
count for  about  70  percent  of  all  production  costs.  Interest  is  the  largest 
single  item,  particularly  since  assets  are  valued  at  their  current  market 
price. 

These  are  the  results  of  a  sample  survey  of  911  sheep  businesses  that  provided 
the  basis  for  estimates  of  costs  and  returns  to  sheep  during  1974.  Enterprise 
budgets  are  presented  for  7  major  sheep  subregions  in  the  17  Western  States. 
In  1974,  these  subregions  accounted  for  about  91  percent  of  stock  sheep  in  the 
West  and  72  percent  of  U.S.  stock  sheep  numbers. 
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INTRODUCTION 


This  report  summarizes  information  on  costs  and  returns  associated  with  commer- 
cial sheep  production  in  the  western  United  States.  Data  are  based  on  a  sample 
survey  of  911  producers  who  were  in  the  sheep  business  during  1974.  All  data 
were  collected  by  the  Statistical  Reporting  Service  (SRS),  U.S.  Department  of 
Agriculture,  in  January  1975. 

The  purpose  of  the  study  was  to  estimate  production,  costs,  and  returns  for 
sheep  operations  in  major  producing  subregions  of  the  Western  States  for  1974. 
The  data  will  provide  the  basis  for  an  assessment  of  the  economic  viability  of 
sheep  production  in  the  subregions  and  will  facilitate  an  evaluation  of  the 
economic  impact  of  various  Government  programs  on  the  industry.  The  data  will 
establish  a  base  for  periodic  updates  of  costs  and  returns  for  sheep  production 
to  be  used  for  research  purposes. 

Geographical  Area 

Fifteen  of  the  17  Western  States  were  divided  into  relatively  homogeneous  sub- 
regions  based  on  similarities  in  geographical  and  management  characteristics. 
The  States  of  Oklahoma  and  Washington  were  excluded  because  of  their  extremely 
small  numbers  of  sheep.  Some  counties  within  other  States  were  excluded  for 
the  same  reason.  The  subregions  outlined  in  figure  1  are  described  below: 

Northern  Plains—This  area  includes  the  dry  rolling  plains  of  eastern 
Montana  and  Wyoming  and  western  South  Dakota.  In  1974,  it  had  6  per- 
cent of  the  producers  in  the  Western  States  and  14  percent  of  the 
stock  sheep  in  the  population.  Herds  of  less  than  1,000  head,  which 
accounted  for  36  percent  of  the  stock  sheep  in  the  subregion,  were 
maintained  by  83  percent  of  the  producers.  Only  18  percent  of  the 
producers  had  sheep  as  their  only  livestock  enterprise.  Most  of 
the  remainder  ran  a  combination  sheep  and  cattle  operation.  Private 
range  and  supplementary  feed  provided  most  of  the  nutrients  for  the 
sheep,  with  public  lands  accounting  for  about  18  percent  of  the  annual 
supply.  Practically  all  of  the  sheep  range  is  fenced  in  this  area; 
therefore,  there  is  little  use  of  full-time  sheep  herders.  Shed 
lambing  was  practiced  by  66  percent  of  the  producers  on  some  part  of 
their  herd.  However,  only  35  percent  of  the  ewe  population  in  the 
subregion  were  shed  lambed. 

Plains  Wheat-Corn--The  entire  States  of  North  Dakota  and  Kansas,  all 
of  Nebraska  except  the  sand  hills  area,  eastern  Colorado,  and  eastern 
South  Dakota  are  in  this  subregion.  In  1974,  this. area  had  9  percent 
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Figure  1 

of  the  producers  and  12  percent  of  the  stock  sheep  in  the  Western 
States.  Sheep  operations  are  mostly  small  in  size  in  this  area;  in 
1974  81  percent  of  the  total  inventory  was  in  herds  of  50  to  1 ,000 
head  and  52  percent  was  in  herds  of  50  to  300  head.  For  19  percent 
of  the  producers,  sheep  were  the  only  livestock  enterprise   Private 
ranges  provided  47  percent  and  supplementary  feed  35  Percent  of  the 
annual  feed  supply.  Crop  residue  accounted  for  an  additional  10  per 
cent.  Practically  all  pasture  andrange  is  fenced.  Less  than  1  per- 
cent of  the  producers  hired  full-time  sheep  herders  in  1974.  Shed 
lambing  is  a  common  practice-in  1974,  it  was  used  by  92  percent  of 
the  producers  to  lamb  out  88  percent  of  the  breeding  ewes  in  the 
subregion. 

Texas-New  Mexico-The  area  in  this  subregion  included  sheep  pro- 
dTTcing  countieT"in  central  and  southwestern  Texas  and  central  and 
southeastern  New  Mexico.  Stock  sheep  in  the  area .account ed  for 
22  percent  of  the  Western  States  total  inventory  in  1974,  while 
oroducers  in  the  area  comprised  8  percent  of  the  total  producers. 
Sost  sheep  are  on  large  operations.  In  1974,  only  11  percent  were 
in  herds  of  less  than  1,000  head,  while  36  percent  were  in  herds 
exceeding  5,000  sheep.  Only  11  percent  of  the  P^^ers  had  sheep 
exclusively  as  a  livestock  enterprise.  The  remainder  had  cattle 
goats,  or  both  in  combination  with  sheep.  In  1974,  about  /4  percent 
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of  the  feed  was  from  private  range,  with  an  additional  19  percent 
from  supplementary  feeds  such  as  hay  and  grain.  Nearly  all  sheep 
in  this  subregion  are  kept  in  fenced  pasture  or  range.   In  1974, 
only  19  percent  of  the  producers  hired  full-time  herders  for  their 
sheep.  Most  lambing  is  done  either  in  pastures  or  on  the  open 
range.  Only  7  percent  of  the  producers  used  shed  lambing. 

Mountain—This  subregion  includes  the  mountainous  portions  of  Utah, 
Colorado,  Idaho,  Wyoming,  Montana,  eastern  Oregon  and  northern  New 
Mexico.  This  is  the  largest  area  geographically.  In  1974,  it  ac- 
counted for  nearly  one-fourth  of  the  stock  sheep,  and  one-tenth  of 
the  sheep  producers,  in  the  17  Western  States.  Herds  are  generally 
large  in  the  area:  in  1974,  only  18  percent  of  the  sheep  were  on 
operations  of  less  than  1,000  head.  Forty-six  percent  of  the  pro- 
ducers had  sheep  as  their  only  livestock  enterprise.  An  additional 
48  percent  combined  sheep  with  cattle.  Public  grazing  land  is  an 
important  source  of  feed  for  sheep  operations  in  this  subregion. 
Of  the  1974  annual  feed  requirements,  41  percent  came  from  this 
source.  Privately  owned  range  accounted  for  another  32  percent  and 
supplementary  feeds  for  17  percent.  About  37  percent  of  the  pro- 
ducers grazed  sheep  on  open  range.  About  80  percent  of  the  sheep 
were  grazed  on  open  range  during  the  summer.  Full-time  sheep  herders 
are  an  important  part  of  the  work  force  on  mountain  sheep  operations. 
Only  30  percent  of  the  producers  used  full-time  herders  in  1974,  but 
these  herders  managed  82  percent  of  the  sheep  inventory.  Trans- 
portation of  sheep  between  feeding  areas  is  an  important  activity 
in  the  mountains.  In  1974,  about  84  percent  of  the  sheep  were 
transported  distances  that  exceeded  100  miles. 

Great  Basin--The  Great  Basin  comprises  contiguous  areas  of  Oregon, 
Idaho,  Nevada,  and  Utah.  In  1974,  it  accounted  for  7  percent  of 
the  stock  sheep  and  2  percent  of  the  sheep  producers  in  the  Western 
States.  Most  of  the  sheep  are  on  large  operations;  in  1974,  only  15 
percent  of  the  sheep  were  in  herds  of  less  than  1,000  head.  Spe- 
cialized sheep  operations  were  maintained  by  54  percent  of  the  pro- 
ducers. The  remaining  46  percent  combined  sheep  and  cattle.  Great 
Basin  producers  rely  more  heavily  on  public  range  than  those  in 
any  other  subregion;  51  percent  of  the  1974  feed  came  from  this 
source.  Only  26  percent  was  from  deeded  range,  while  supplement- 
ary feeds  made  up  another  18  percent.  Most  range  is  unfenced. 
Necessitating  an  extensive  use  of  full-time  herders  only  about  7 
percent  of  the  sheep  were  in  fenced  pastures  during  the  summer. 
About  90  percent  of  the  sheep  in  the  subregion  were  under  the  super- 
vision of  full-time  herders.  Just  as  in  the  Mountain  subregion, 
most  sheep  must  be  transported  between  feeding  areas. 

Cal ifornia-Arizona--This  area  includes  the  valley  counties  of  cen- 
tral California  and  counties  in  southwestern  Arizona.   In  1974, 
sheep  inventories  accounted  for  8  percent  of  the  total  for  the 
Western  States,  and  producers,  for  1  percent.  Sheep  operations  are 
generally  large  in  size.  In  1974,  just  12  percent  of  the  sheep  were 
in  herds  of  less  than  1,000  head,  while  52  percent  were  in  herds 
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re  sheep.  Seventy  percent  of  the  producers  had 
only  livestock  enterprise.  Annual  feed  sources 
range  (36  percent  in  1974);  irrigated  pasture 
n  pasture  (20  percent);  crop  residue  (19  percent); 
13  percent);  and  supplementary  feeds  (12  percent), 
t  of  the  sheep  were  grazed  on  open  range.  The  re- 
n  fenced  areas.  Full-time  herders  managed  94  per- 
eep  in  this  subregion  in  1974.  Transportation 
g  areas  involved  92  percent  of  the  sheep.  Dis- 
re  transported  each  year  may  exceed  300  miles. 


Table  1  --  Number  of  stock  sheep  and  commercial  producers,  by  subregions 

within  the  Western  States,  1974 


Subregion 

Stock 

sheep  y 

Producers 

1/ 

Thousands 

Percent 

Thousands 

Percent 

Plains  Wheat-Corn 

1,288 

11.8 

4.5 

8.8 

Northern  Plains 

1,539 

14.0   ' 

2.9 

5.7 

Texas -New  Mexico 

2,452 

22.4 

4.0 

7.8 

Mountain 

2,729 

24.9   . 

4.9 

9.8 

Great  Basin 

729 

6.7 

0.9 

1.7 

Pacific  Coast 

385 

3.5 

1.9 

3.9 

California-Arizona 

839 

7.7 

0.7 

1.4 

Total 

9,961 

91.0 

19.8 

39.1 

Excluded  areas  and 

producers  under  50 

head  2/ 

982 

9.0 

31.2 

60.9 

Total  17  Western 

States 

10,943 

100.0 

51.0 

100.0 

1/ 

2/ 


Numbers  may  differ  slightly  from  other  estimates  due  to  rounding. 
Subregional  figures  exclude  producers  with  under  50  head  of  sheep  and 
their  sheep. 


Source:  Totals  for  the  17  Western  States  are  from  SRS,  Sheep  and  Goats  Re- 
port, Jan.  1975.  Regional  figures  are  the  author's  estimates  based  on  ex- 
pansion of  sample  data. 


Pacific  Coast—Counties  with  significant  sheep  inventories  along  the 
coast  of  California  and  Oregon  are  in  this  subregion.  In  1974,  the 
area  had  3  percent  of  the  stock  sheep  and  4  percent  of  the  producers 
in  the  17  Western  States.  About  33  percent  of  the  sheep  were  in 
herds  of  less  than  1,000  head,  while  59  percent  were  in  herds  of 
1,000  head  to  4,999  head.  Half  of  the  sheep  producers  in  this  sub- 
region  also  had  cattle  operations.  Just  37  percent  had  sheep-only 
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livestock  enterprises.  Most  of  the  feed,  71  percent,  was  from 
privately  owned  range  and  pasture.  An  additional  19  percent  was 
from  supplementary  feeds.  Eighty-seven  percent  of  the  sheep 
operations  had  fenced  pasture  and  range.  Very   little  use  is  made 
of  full-time  herders.  In  1974,  16  percent  of  the  producers 
transported  sheep  between  feeding  areas. 

Population  of  Producers 

All  producers  in  the  subregions  described  above  who  had  50  head  or  more  of 
stock  sheep  in  1974  were  included  in  the  study  (table  1).  These  producers 
owned  91  percent  of  the  stock  sheep  in  the  17  Western  States  and  72  percent 
of  the  total  U.S.  stock  sheep  inventory. 

SHEEP  ENTERPRISE  BUDGETS 

Sheep  operations  in  each  of  the  seven  subregions  of  the  West  were  stratified 
into  groups  by  herd  size  and  management  system.  Herd  size  groups  based  on 
stock  sheep  numbers  are: 

50  -   299  head 
300  -   999  head 
1,000  -  2,499  head 
2,500  head  and  over 

In  some  subregions  with  small  numbers  of  large  herds,  all  operations  with 
1,000  head  or  more  sheep  are  grouped  together. 

Within  each  size  group,  up  to  four  different  management  combinations  are  identi' 
fied,  based  on  lambing  program  and  the  use  of  Federal  range: 

Range  lamb  -  use  Federal  range 
Range  lamb  -  use  no  Federal  range 
Shed  lamb  -  use  Federal  range 
Shed  lamb  -  use  no  Federal  range 

Budget  Components 

Sheep  producers  usually  have  crop  or  livestock  enterprises  as  well  as  sheep. 
The  budgets  in  this  report  include  only  costs  and  returns  directly  associated 
with  sheep  production.  General  farm  overhead  costs  such  as  telephone,  util- 
ities, and  insurance  are  allocated  to  the  sheep  enterprise  in  proportion  to 
their  contribution  to  gross  farm  sales.  A  description  of  specific  budget 
components  is  given  below. 

Sheep  inventories—The  number  of  breeding  ewes,  replacement  ewes,  ewe  lambs, 
and  rams  on  the  farm  or  ranch,  January  1,  1974. 

Production--l_ambs  are  those  born  during  the  1974  production  year.  In  some 
some  cases,  lambs  were  born  during  the  last  quarter  of  1973.  A  seasonal  dis- 
tribution of  lambing  is  included  with  each  budget.  Wool  production  is  the 
total  clip  for  the  1974  production  year  and  does  not  include  any  that  may 
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have  been  held  over  from  previous  years. 

Sales—Sales  include  lambs,  ewes,  and  wool.  Lambs  are  sold  either  as 
slaughter  or  feeder  lambs.  The  proportion  sold  of  each  kind  varies  by 
production  subregion  and  by  enterprise  within  subregions.  The  number 
sold,  of  those  born,  depends  on  replacement  requirements  and  losses  prior 
to  marketing.  These  numbers  are  recorded  in  the  budgets.  In  a  few  cases, 
producers  also  purchased  feeder  lambs  for  fattening.  These  are  included 
in  sales.  Ewe  sales  are  generally  culls.  However,  significant  numbers  of 
mature  ewes  are  sold  for  breeding  purposes  on  some  farms.  Wool  sales  in- 
clude only  the  value  of  the  1974  clip  at  the  national  average  support  price 
since  no  data  were  collected  on  prices  received  for  wool  or  wool  incentive 
payments.  Lamb  prices  are  season  averages  weighted  by  the  percent  of  sales 
in  each  month.  Ewe  prices  are  those  reported  by  producers. 

Operating  expenses—Cash  costs  are  either  those  reported  directly  by  pro- 
ducers or  estimates  made  by  multiplying  prices  from  secondary  sources  by  phys- 
ical quantities  reported  by  producers.  Items  in  the  first  group  include  costs 
for  herd  replacements,  feeder  lamb  purchases,  public  grazing  permits,  range 
and  pasture  rental  or  lease,  supplementary  feeds,  veterinary  services  and 
medicine,  hired  trucking,  shearing,  predator  control,  and  miscellaneous  costs 
(marketing  costs,  utilities,  lamb  promotion,  organization  dues,  legal  and 
accounting  fees,  wool  storage,  and  ram  death  loss).  Items  for  which 
secondary  price  or  cost  data  were  used  are  costs  of  home  grown  feeds,  in- 
cluding hay,  grain,  pasture,  and  range,  along  with  machinery  and  equipment 
costs,  the  value  of  hired  labor,  taxes,  insurance,  and  interest  on  operating 
capital . 

Noncash  depreciation  costs  are  estimates  based  on  the  producer's  inventory  of 
machinery,  equipment,  facilities,  and  rams  for  breeding  purposes.  Depreci- 
ation on  breeding  ewes  is  accounted  for  by  the  sale  of  culls  and  retention  or 
purchase  of  replacement  lambs. 

Operator  and  family  labor  is  valued  at  the  same  rate  as  hired  labor.  Interest 
on  total  capital  associated  with  sheep  production,  including  equipment,  live- 
stock and  land  for  growing  sheep  feed,  is  charged  at  a  long-term  interest 
rate  of  7  percent  annually.  Assets  are  all  valued  at  current  market  prices. 

Income—Four  measures  of  returns  are  calculated:  return  above  cash  costs 
(equals  sales  minus  total  cash  costs);  return  to  capital,  operator,  and 
family  labor  (equals  sales  minus  total  cash  and  noncash  costs);  return  to 
capital  (equals  return  to  capital  and  family  labor  minus  value  of  family 
labor);  return  to  land  (equals  return  to  capital  minus  interest  on  all  capital 
other  than  land). 

Average  Costs  and  Returns  for  Western  Commercial  Sheep  Businesses 

Table  2  presents  costs  and  returns  for  the  average  1974  sheep  enterprise  in 
the  study  area.  The  average  enterprise  consisted  of  402  breeding  ewes  and 
had  marketings  of  0.48  slaughter  lambs,  0.33  feeder  lambs,  and  10.5  pounds  of 
wool  per  breeding  ewe.  A  few  ewes  were  also  marketed  either  as  culls  or  for 
breeding  purposes.  The  weighted  average  price  producers  reported  for  their 
1974  lamb  crop  was  $34.58  per  hundredweight.  The  total  value  per  pound  of 
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wool  based  on  the  wool  incentive  payment  price  was  $0.72.  Gross  sales  per 
ewe  were  $34.48.  Cash  expenses  were  $27.44,  while  depreciation  was  $3.16 
per  ewe.  Added  to  these  expenses  were  the  value  of  family  labor,  $6.32,  and 
interest  on  invested  capital,  $16.93,  for  a  total  of  all  costs  of  $53.85  per 
breeding  ewe  in  the  herd. 

Returns  after  subtracting  cash  expenses  from  gross  sales  were  $7.04  per 
ewe.  Subtracting  depreciation  from  this  left  a  return  to  capital  and  family 
labor  of  $3.88  per  ewe.  Return  to  invested  capital  after  deducting  the  value 
of  family  labor  was  negative,  -$2.44  per  ewe.  In  1974  the  average  producer 
did  not  earn  enough  to  pay  prevailing  wages  to  himself  and  family  members. 

Cost  and  Return  Summaries  by  Subregion 

Budget  summaries  for  the  major  production  subregions  of  the  West  are  shown 
in  table  3.  Average  returns  above  cash  costs  per  breeding  ewe  in  1974  were 
greatest  in  the  Mountain,  Great  Basin,  and  California-Arizona  subregions. 
Lowest  average  returns  above  cash  costs  were  in  the  Pacific  Coast,  Texas- 
New  Mexico,  Northern  Plains,  and  Plains  Wheat-Corn  subregions.  Some  return 
to  operator  and  family  labor  and  invested  capital  was  earned  by  the  average 
enterprise  in  each  subregion.  However,  only  those  in  Texas-New  Mexico 
averaged  a  positive  return  to  total  capital  after  paying  for  all  other 
factors  of  production.  This  was  primarily  because  labor  costs  were  much 
lower  than  in  other  subregions.  Average  physical  production  and  prices  for 
1974  in  each  subregion  are  presented  in  tables  4-6. 

Variability  in  Returns  Among  Sheep  Businesses 

Considerable  variation  occurred  in  the  level  of  return  among  sheep  businesses 
in  each  of  the  production  subregions.  Of  all  western  commercial  sheep  busi- 
nesses, 27  percent  received  a  return  to  land  after  deducting  payments  for 
all  other  factors  of  production,  65  percent  yielded  a  return  above  cash 
costs,  and  35  percent  did  not  cover  cash  costs  in  1974.  Differences  in 
these  percentages  among  the  subregions  can  be  seen  in  table  7. 

Much  of  the  sheep  production  was  on  operations  with  positive  returns  (table 
8).  In  the  western  subregions,  43  percent  of  all  breeding  ewes  were  owned 
by  businesses  that  accrued  some  residual  return  to  land.  Only  25  percent  of 
the  ewes  were  owned  by  businesses  that  did  not  have  sufficient  income  to 
cover  cash  costs. 

Detailed  Enterprise  Budgets  for  Each  Subregion 

The  relative  importance  of  each  enterprise  budget  within  a  particular  sub- 
region  in  terms  of  number  of  farms  and  stock  sheep  represented  is  shown  in 
tables  9-12.  Detailed  enterprise  data  are  presented  by  size  and  management 
system  within  each  subregion  in  tables  13-49. 
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Table  2--Average  production,  operating  expenses,  and  returns  per  breeding  ewe, 
western  commercial  sheep  operations,  1974. 


:Weight/:Weiqht 
:   head     :   Sold 

:            ; 

Item 

Head 

: Price: 

Value 

Number 

--Pounds-- 

— Dollars-' 

Sales 

Slaughter  lambs  1/ 

.48 

98           47.1 

34.58 

16.29 

Feeder  lambs                                                       : 

.33 

80           26.4 

34.58 

9.13 

Ewes  2/                                                                 : 

.11 

13.63 

1.50 

Wool   3/ 

10.5 

.72 

7.56 

Total   Sales                                                             : 

34.48 

Operating  expenses 

Cash  costs: 

Replacement  ewes  purchased 

2.08 

Feeder  lambs  purchased 

1.69 

Range  and  pasture 

3.31 

Supplementary  feeds 

9.31 

Veterinary  and  medicine 

.43 

Shearina 

.87 

Vehicle  and  equipment  operation 

.63 

Hired  labor 

1.58 

Miscellaneous  4/ 

7.42 

Interest  on  operating  capital    (9%  annly) 

2.12 

Total   Cash  costs 

27.44 

Depreciation,  machinery 

1.86 

Depreciation,  rams  5/ 

1.30 

Total   depreciation 

3.16 

Total   cash  costs  and  depreciation 

30.60 

Value  of  operator  and  family  labor 

6.32 

(valued  at  current  wage  rates) 

Interest  on  total   capital    invested             : 

16.93 

in  equipment,   livestock  and  land 

(7  percent  annually) 

Total   operating  expenses 

53.85 

Returns 

Return  above  cash  costs 

7.04 

Return  to  operator,   family  labor 

and  invested  capital   6/ 

3.88 

Return  to  invested  capital   7/ 

- 

2.44 

Net  return  8/ 

19.37 

1/ 

1/ 

3/ 
4/ 


1/ 

6/ 
7/ 

8/ 


Feeder  lambs  purchased  comprise  17  percent  of  slaughter  lambs  sold. 
Ewes  sold  include  some  for  breeding  as  well  as  culls  for  slaughter. 
The  wool  price  includes  an  incentive  payment. 

Miscellaneous  expenses  include  marketing  costs,  utilities,  lamb  promotion, 
organization  dues,  legal  and  accounting  fees,  wool  storage,  ram  death  loss, 
hired  trucking,  predator  control,  taxes  and  insurance. 
Depreciation  on  ewes  is  accounted  for  through  the  sale  of  culls  and  re- 
tention of  replacement  lambs  produced  or  purchased. 
Return  above  cash  costs  and  depreciation. 
Return  above  all  costs  except  interest  in  invested  capital. 
Total  sales  minus  total  operating  expenses. 
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Table  4  --  Average  production  reported  by  western  commercial  sheep  producers, 

1974 


Subregion 

Lambs 
born  per 
ewe 

Lambs 

docked  per 

ewe 

Slaughter 
lamb  , , 
weight- 

Feeder 
lamb  ,, 
weight— 

Fleece 
weight 

Head 

--Pounds 

Northern  Plains 

1.17 

1.09 

95 

74 

9.5 

Plains  Wheat-Corn 

1.17 

1.16 

102 

81 

9.1 

Texas -New  Mexico 

.94 

.81 

94 

73 

7.6 

Mountain 

1.41 

1.30 

103 

92 

9.7 

Great  Basin 

1.36 

1.26 

103 

87 

8.9 

California-Arizona 

1.01 

.94 

99 

71 

8.2 

Pacific  Coast 

1.08 

.95 

100 

74 

6.7 

All  subregions 

1.18 

1.09 

98 

80 

8.8 

1/  Some  producers  did  not  have  separate  weights  on  slaughter  and  feeder  lambs 
since  they  were  not  sorted  at  the  time  of  sale.  Therefore,  average  weights 
reported  here  reflect  some  mixed  sales.  Slaughter  lamb  weights  also  include 
some  lambs  fattened  on  crop  residues  and  in  feedlots. 
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Table  5  --  Weighted  average  price  received  for  lambs,  sheep,  and  wool  as 
reported  by  western  sheep  producers,  1974 


Subregion 

:           Weighted               : 
:       average  lamb 
:               priceJV 

Ewe 
price 

y 

Wool 
priced 

Dollars/cwt. 

Dollars/h 

ead 

Cents/pound 

Northern  Plains 

30.29 

12.52 

.72 

Plains  Wheat- Corn 

36.37 

9.12 

.72 

Texas-New  Mexico 

33.13 

12.95 

.72 

Mountain 

33.55 

17.76 

.72 

Great  Basin 

34.78 

18.74 

.72 

California-Arizona 

41.86 

16.68 

.72 

Pacific  Coast 

39.82 

13.22 

.72 

All   subregions             : 

34.63 

13.63 

.72 

1/  Weighted  average  price  received  for  all  lambs  sold. 

2/  The  price  is  for  all  ewe  sales  whether  culls  or  for  breeding. 

3/  The  wool  price  includes  the  Government  incentive  payment. 
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Table  6  --  Average  lamb  and  sheep  prices  at  selected  markets,  1974 


Month 

: Choice 

feeder 

lambs, 

Slaughter  lambs, 

Slaughter  sheep, 

St. 

Paul  ma 

rket 

Omaha  market 

Omaha  market 

Dollars  per  hundredweight 

January 

38.46 

38.38 

14.75 

February 

37.36 

40.00 

-- 

March 

36.24 

37.50 

15.50 

April 

36.32 

39.50 

11.62 

May 

37.36 

47.25 

7.25 

June 

36.80 

46.25 

8.38 

July 

30.54 

41.25 

8.00 

August 

27.00 

39.00 

7.00 

September 

27.57 

36.12 

6.75 

October    : 

27.43 

35.88 

5.75 

November 

30.86 

37.50 

5.75 

December    : 

33.22 

38.50 

6.50 

Average    : 

33.26 

39.76 

8.84 

Source:  U.S.  Department  of  Agriculture,  Economic  Research  Service,  Livestock 
and  Meat  Statistics,  Supplement  for  1974  to  SB-543,  June  1975. 
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Table  7  --  Distribution  of  commercial    sheep  businesses  based  on  profitability 

1974 


Sheep  businesses  with  a 

nancial : 

Subregion 

:    Loss 
:  (did  not 
:  cover  cash 
costs) 

:  Return 
:  above 
:   cash 
:  costs 

Return  to 
operator  and 
family 
labor  1/ 

Return  to 
invested 
capital  Zl 

Return 
to 
land  3/ 

Percent 

Northern 
Plains 

31 

69 

54 

34 

24 

Plains  Wheat- 
Corn 

32 

68 

63 

48 

40 

Texas-New 

Mexico         : 

33 

67 

42 

29 

17 

Mountain 

42 

58 

48 

29 

23 

Great  Basin 

31 

69 

63 

41 

31 

California-     : 
Arizona        : 

40 

60 

60 

52 

43 

Pacific  Coast    : 

34 

66 

63 

35 

31 

All  subregions   : 

35 

65 

53 

35 

27 

1/  Those  making  some  return  to  labor  above  cash  costs  and  depreciation. 

2/  Those  making  some  return  to  capital  invested  in  equipment,  livestock,  and 
land  above  all  other  costs. 

3/  Those  making  some  return  on  capital  invested  in  land  above  all  other  costs 
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Table  8  --  Distribution  of  production  from  commercial  sheep  businesses  based  on 

profitability,  1974 


Sheep  businesses  with  a  f- 

nancial : 

Loss 

Return 

Return  to 

(did  not 

above 

operator  and 

Return  to 

Return 

Subregion 

:  cover  cash 

cash 

family 

invested 

to 

costs 

costs 

labor  1/ 

capital  2/ 

land  3/ 

Percent 

Northern 

Plains 

21 

79 

68 

53 

38 

Plains  Wheat- 

Corn 

33 

67 

64 

52 

45 

Texas-New 

Mexico 

29 

71 

50 

42 

30 

Mountain 

27 

73 

66 

53 

43 

Great  Basin 

14 

86 

85 

76 

68 

California- 

Arizona 

20 

80 

80 

77 

70 

Pacific  Coast 

18 

82 

80 

58 

45 

All  subregions 

25 

75 

65 

54 

43 

1/  Those  making  some  return  to  labor  above  cash  costs  and  depreciation. 

2/  Those  making  some  return  to  capital  invested  in  equipment,  livestock,  and 
land  above  all  other  costs. 

3/  Those  making  some  return  on  capital  invested  in  land  above  all  other  costs 
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]_/   Ewes  sold  include  some  for  breeding  as  well  as  culls  for  slaughter. 

2/  Supplementary  feeds  include  cost  of  producing  homegrown  hay  and  grain 
and  all  purchased  roughages  and  supplements  at  their  purchase  price. 

3/  Includes  all  costs  to  sheep  of  operating  vehicles,  tractors,  and  other 
equipment  except  taxes,  depreciation,  and  interest  on  invested  capital 

4/  Taxes  on  real  estate  and  personal  property  used  for  sheep  production. 

5/  Miscellaneous  expenses  include  marketing  costs,  utilities,  lamb  promo- 
tion, organization  dues,  legal  and  accounting  fees,  wool  storage,  and 
ram  death  loss. 

6/  Interest  on  operating  capital  is  at  nine  percent. 

7/  Depreciation  on  ewes  is  accounted  for  through  the  sale  of  culls  and 
retention  of  replacement  lambs  produced  or  purchase  of  replacements. 

8/  Interest  on  investment  capital  is  at  seven  percent. 

9/   Percentages  are  based  on  number  of  lambs  born  so  that  the  percentage 
loss  before  docking  and  after  docking  can  be  added  to  find  total  per- 
centage loss  of  lambs  to  each  cause. 

10/  Percentages  are  based  on  total  sheep  inventory. 

11/  Wool  prices  were  set  at  the  national  average  support  level  for  1974 
since  prices  actually  received  were  not  reported  by  producers  in  the 
survey. 


-Ill 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
WASHINGTON,  DC.    20250 


POSTAGE  AND  FEES  PAID 
U.S.  DEPARTMENT  OF 
AGRICULTURE 
AGR  101 

THIRD  CLASS 


